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SUBJECT: INTEREST ON DEPOSITS OF USG LOCAL CURRENCY 

REF: 75 STATE 303532 # 

1 . IN CONNECTION WITH PAYMENT OF HIGHER INTEREST RATES ON USG 
ACCOUNTS, EMBASSY HAS TAKEN STEPS DISCUSSED BELOW: 

2. AMBASSADOR HAS WRITTEN LETTER TO GOVERNOR OF CENTRAL BANK, 
ADVISING HIM OF USG DESIRE TO EARN RATE HIGHER 

THAN 0.5 PERCENT ON ITS DEPOSITS, AND PROPOSING A MEETING TO 
DISCUSS ISSUE. 

3. DEPUTY GOVERNOR HAS BEEN INFORMED ORALLY OF THIS DEMARCHE, 
WHICH HE HAS INFORMALLY SAID APPEARS REASONABLE, AND IS 
ALREADY STUDYING HISTORY AND REGULATIONS ON THE SUBJECT. 

4. AMBASSADOR HAS ALSO WRITTEN TO CHASE NATIONAL, POINTING 
OUT SAME FACTS, AND REQUESTING INFORMATION ON AMOUNT CHASE 
IS PREPARED TO PAY ON FORTHCOMING DEPOSIT OF UP TO LE 10 MILLION. 
AMBASSADOR HAS DISCUSSED SUBJECT WITH CHASE REPS, WHO 

POINT OUT THERE IS LITTLE ROOM FOR HIGHER RATE UNDER PRESENT 
CIRCUMSTANCES, WHICH ALLOWS VERY SMALL MARGIN BETWEEN .08 
PERCENT EARNED IN BLOCKED ACCOUNT AND 0.5 PERCENT PAID TO U.S. 
CHASE REPS HOPE TO GET PERMISSION TO LEND FUNDS OUT, AND 
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OPPORTUNITY TO EARN AND PAY INTEREST. 

5. FORMAL NOTE IS ALSO BEING SENT TO MFA, IN ORDER TO HAVE 
OUR CONCERNS PART OF OFFICIAL RECORD. 

6. COMMENT: GIVEN CHANGE IN ATTITUDE OF GOE TOWARD USE 

OF PL 480-FUNDS, REFLECTED IN RECENT ACTION TO STERILIZE THEM, IT 
IS UNCLEAR HOW MUCH PROGRESS EMBASSY (OR CHASE) CAN REALISTICALLY 
EXPECT TO MAKE ON THIS ISSUE. WE WILL MAKE A MAJOR EFFORT. HOWEVER. 
TO INSURE THAT EGYPTIANS ARE FULLY AWARE OF CONGRESSIONAL AND GAO 
CONCERN OVER INTEREST EARNINGS. SINCE WE HAVE BIGGER FISH TO FRY 
IN EGYPT, WE DO NOT INTEND TO MAKE THIS A SUBJECT OF POLITICAL 
CONTROVERSY IN OUR RELATIONS, BUT INTEND TO MAINTAIN DISCREET 
PRESSURE WITH A VIEW TO ENCOURAGING A MORE FORTHCOMING GOE 
ATTITUDE. 

EILTS 

NOTE BY OC/T: REF 75 STATE 303532 BELIEVED TO BE INCORRECT. 
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